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UNITED  STATES  INTERNATIONAL  TRADE  COMMISSION 


WASHINGTON.  D.C.  20436 


December   30,    1977 

COMMITTEE  ON 


The  Honorable  Thomas  P.  O'Neill,  Jr. 
Speaker  of  the  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Speaker: 


rj|lEQr?nn/7pr^ 
3  1978     I 

WAYS  AND  MEANS 


The  United  States  International  Trade  Commission  is 
pleased  to  submit  to  the  Congress  its  twelfth  quarterly 
report  on  trade  between  the  United  States  and  the  nonmarket 
economy  countries,  as  required  by  section  410  of  the  Trade 
Act  of  1974.   The  report  is  being  submitted  simultaneously 
to  the  East-West  Foreign  Trade  Board. 

It  is  believed  that  this  report  will  be  of  particular 
interest  to  the  Committee  on  Ways  and  Means. 


I  hope  you  have  a  nice  day. 


Yours  sincerely, 

Daniel  Minchew 
Chairman 
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INTRODUCTION 

This  report  by  the  United  States  International  Trade  Commission  is  made 
pursuant  to  section  410  of  the  Trade  Act  of  1974  (19  U.S.C.  2440),  which 
requires  the  Commission  to  monitor  imports  from  and  exports  to  the  nonmarket 
economy  countries  (NME's),  to  provide  data  on  the  effect  (if  any)  of  such 
imports  on  U.S.  production  and  employment,  and  to  publish  a  summary  report  of 
the  data  not  less  frequently  than  once  each  calendar  quarter  for  Congress  and 
the  East-West  Foreign  Trade  Board.   This  report  covers  information  through  the 
third  quarter  of  1977. 

The  nonmarket  economy  countries  for  which  trade  statistics  are  included 
in  this  series  of  reports  are  Albania,  Bulgaria,  People's  Republic  of  China 
(China),  Cuba,  Czechoslovakia,  German  Democratic  Republic  (East  Germany), 
Hungary,  Mongolian  People's  Republic,  Poland,  Romania,  the  U.S.S.R.,  and  Yugo- 
slavia.  At  a  later  date,  the  Democratic  People's  Republic  of  Korea,  Vietnam, 
Loas ,  and  Democratic  Kampuchea  may  be  included  in  this  series  of  reports, 
pending  the  development  of  trade.   Most  of  the  countries  have  not  been 
accorded  most-favored-nation  (MFN)  treatment  by  the  United  States  during  the 
last  25  years.   At  the  present  time,  only  Poland,  Yugoslavia,  and  Romania 
receive  MFN  treatment  from  the  United  States. 

In  the  Tariff  Schedules  of  the  United  States  (TSUS),  the  unconditional 
MFN  rates  are  set  forth  in  rate-of-duty  column  1.   The  rates  applicable  to 
products  of  designated  Communist  nations  or  areas  are  set  forth  in  rate-of- 
duty  column  2;  for  the  most  part  these  rates  are  the  original  statutory  rates 
enacted  in  1930.   The  rate  policy  involved  was  made  effective  by  the  President 
in  1951  and  1952  pursuant  to  section  5  of  the  Trade  Agreements  Extension  Act 
of  1951,  which  directed  the  President  as  soon  as  practicable  to  take  such 
action  as  was  necessary  to  deny  the  benefit  of  trade-agreement  concessions  to 
imports  from  certain  Communist  nations  or  areas.   An  examination  of  the  indi- 
vidual items  or  rate  provisions  of  the  TSUS  reveals  that  the  rate  discrimi- 
nation involved  varies  considerably  from  item  to  item  and  sometimes  is  not 
present  at  all,  as  where  imports  from  all  sources  have  been  historically  free 
of  duty  or  dutiable  at  the  same  rates.   It  is  important,  therefore,  to  look  at 
the  particular  rate  treatment  in  the  TSUS  when  interest  is  to  be  focused  on 
the  actual  or  potential  trade  in  specific  imports. 

This  report  examines  the  vol-ume  of  U.S.  imports  and  exports  with  each  of 
the  nonmarket  economy  countries  and  the  commodity  composition  of  that  trade, 
as  well  as  the  balance  of  U.S.  trade  with  these  countries.   Detailed  data  are 
included  on  the  most  important  U.S.  imports  and  exports  in  trade  with  each  of 
the  nonmarket  economy  countries.   One  objective  of  the  analysis  of  detailed 
U.S.  import  data  is  to  identify  items  produced  in  the  United  States  with  which 
the  imported  products  compete  and  to  assess  the  economic  impact,  if  any,  of 
such  imports  on  the  relevant  U.S.  industry  and  on  employment  within  that 
industry. 

(1) 


This  report  also  includes  a  more  detailed  analysis  of  several  products 
that  are  of  particular  importance  in  U.S.  trade  with  the  NME  countries.   These 
products — grain,  hides  and  skins,  and  woodpulp — account  for  a  significant 
portion  of  the  value  of  U.S.  exports  to  these  countries. 


7h:r>:varti?.  detiicpmzsts  :s  trade  bztvzzn  the  yyizzi 
szatzs  a.s~:  ti-tz  ncxmarxi::  z:::;om":   ::t\-tr:zs 

Trade  between  the  United  States  and  the  nonmarket  economies  (HME's)  fell 
sharply  in    the  third  darter  :f  15  7  7.   Exports,  imports,  the  balance  of  trade, 
md  trade  turnover  1/  all  declined  (table  1).   The  most  significant  negative 
pKjwipi  -.-as  in  the  balance  of  trade,  which  declined  more  than  60  perce-.c    Ibis 
balance  remained  positive,  hot  at  S155  million  it  was  at  its  lowest  point  in 
at  "=as:  2  years.   Decreased  exports  were  primarily  responsible  for  the  drop 
in  the  trade  balance,  as  D .  S .  exports  to  the  HE'i  fell  by  34  percent  to  their 
Loves t  point  since  the  fourth  quarter  :f  '.}'-.      Decreased  gram  sales  to  the 
Soviet  Dnion  were  primarily  responsible   bat  declining  soybean  and  soybean 

-  md  meal  sales  to  the  Soviet  Union,  Romania,  Yugoslavia   ?  eland.,  and 
Czechoslovakia  sere  also  responsible.   1.5.  imports  from  the  NME's  declined 
slightly  in  value,  from  $411  million  to  $384  million,  to  the  benefit  of  the 
trade  balance,  bat  contributed  to  the  25-percent  decline  in  trade  turnover 
Decreased  imports  of  petroleum  pre  dm  is  fron  the  T.S.S.R.  ar.d  Romania 
accounted  for  most  of  this  decline. 

These  developments,  tarticularly  on  the  export  side,  are  very  difficult 
to  anticipate,  although  the  previous  quarterly  report  2/  did  note  ar.  apparent 
declining  trend  In  exports  Bhich  could  be  dated  from  the  first  quarter  cf 
L97I    The  reason  f:r  this  difficulty  is  the  sorcevhat  more  do  ttable  nature  :f 
V .  S  .  exports  of  cereals  ar.d  cereal  preparations  to  the  nonmarket  economies. 
Various  actions  have  been  taken  to  alleviate  this  problem  :f  large  unantici- 
pated fluctuations  La  experts  :f  these  products.   l"he  ahole  subject  :f  D .  S  . 
extrrts  :f  grain  t:  M>CZ  s  is  given  rcre  expended  ornament  in  a  ftlloving 
section  of  this  report,  i 

The  negative  developments  of  the  third  charter  and  :  :ns i der a: 1 e  .":;:- 
tainty  over  the  timing  :f  Lncreaaed  grain  exports  in  the  coming  quarter  con- 
plicate  forecasting;  bat,  based  on  trade  in  the  first  three  quarters  :f  1977, 
total  trade  turnover  between  the  United  States  and  the  NME's  may  only  rea:-  a 
level  of  approximately  S- . i    oillion.  roughly  15  percent  belov  the  reccro  level 
of  3:.-  billion  aooame:  in  L976.   The  projected  trade  smplus  cec-eer  the 
.noted  States  and  the  NME ' s  of  approximately  5  1.5  oillion  would  also  be  signi- 
ficantly belo-  the  1976  record  level  of  $2.5  billion.   The  NME  share  of  total 
D.S.  exports  decreased  oo  1.87  reroent  in  the  third  foarter,  and  cheii  share 
of  D.S.  imports,  o:  1 .  04  percent,  indicating  that  D.S. -MB  traoe  is  not  grow- 
in  g  so  ohe  same  rsoe  as  T.S.  trade  with  the  rest  of  the  ■.::'.:. 

Tnder  ohe  inpaot  of  declining  T.S.  agricultural  exports,  the  structure  of 
total  TS.  extorts  oo  the  MB  countries  in  the  first  9  months  of  1977  has 

thanged  significantly  from  the  paotern  of  the  corresponding  tericd  of  l?r 

Trade  o. mover  is  a  reasme  of  the  octal  vol  ume  of  o  r  a  d  e  . 

Trade  Zecveer  the  Tnited  States  and  the  mr.marV.et  Zconomv  Countries,  o.l. 
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Table  1. — U.S.  trade  with  the  world  and  with  nonmarket  economies 
quarters,  3d  quarter  1976  through  3d  quarter  1977 

(Value  in  millions  of  U.S.  dollars) 


by 


Item 


1976 


3d   :   4th 
quarter  ; quarter 


1977 


1st   :   2d   :   3d 
quarter  .'quarter  : quarter 


U.S.  world  trade 

Exports 

Imports 

Balance 


27,425 
31,402 


30,571 
32,535 


29,454 
34,990 


31,667 
37,911 


U.S.  trade  with  nonmarket 
economies: 

Exports 

Imports 

Balance 


-3,977 


850 
388 


•1,964 


852 
347 


-5,536 


951 
366 


■6,244 


816 
411 


28,752 
36,997 


245 


539 
384 


Trade  turnover  (exports 
plus  imports) 


Share  of  U.S.  total  trade 
with  the  nonmarket 
economies: 

Exports percent — 

Imports do 


+462 


1,238 


3.10 
1.24 


+495 


1,209 


2.79 
1.10 


+585 


1,317 


3.23 
1.05 


+405 


1,227 


2.58 
1.08 


+155 


923 


1.87 
1.04 


Source:   U.S.  Department  of  Commerce  publication  FT990.   Exports  are  from 
tables  5  and  E-3  and  include  domestic  and  foreign  merchandise  and  Defense 
Department  military  assistance  grant-in-aid  shipments.   Imports  are  from  tables 
6B  and  I-4B  and  are  general  imports.   Both  imports  and  exports  are  valued 
on  a  f.a.s.  basis. 


(table  2).   Food,  beverage  and  tobacco  exports  had  a  57.1-percent  share  in  the 
first  three  quarters  of  1976,  but  dropped  to  a  38.7-percent  share  in  this 
year.   Exports  of  mineral  fuels  and  lubricants  have  become  a  larger  portion  of 
total  exports  to  the  NME  countries,  reflecting  the  expanding  importance  of 
coal  exports  to  the  Eastern  European  countries  and  to  the  U.S.S.R.   Although 
the  proportion  of  manufactured  products  exported  to  the  NME  countries  has 
increased  from  31.2  percent  to  42.3  percent,  the  value  of  these  exports  has 
remained  virtually  unchanged  from  the  first  three  quarters  of  1976. 

Significant  manufactured  exports  to  these  countries  in  the  third  quarter 
of  1977  included  various  types  of  machinery  to  the  U.S.S.R.,  aluminum  to 
China,  and  tractor  and  machinery  parts  to  Poland  (table  3).  Yugoslavia  took 
nearly  $49  million  in  machinery  and  transport  equipment  in  this  quarter,  an 
amount  second  only  to  the  value  of  similar  exports  to  the  U.S.S.R.  Major 
items  exported  to  Yugoslavia  under  this  heading  were  tractors,  digital  com- 
puters, aircraft  parts,  and  parts  of  nuclear  reactors.   Yugoslavia  imported 
almost  $17  million  in  nuclear  reactor  parts  in  the  first  three  quarters  of 
1977. 

The  composition  of  U.S.  imports  from  the  NME  countries  has  not  varied  to 
any  great  degree  from  the  pattern  that  existed  in  1976  (table  2).   The  share 
of  imports  of  food  and  crude  materials  from  these  countries  is  greater  than 
their  share  of  total  U.S.  imports,  and  that  of  imports  of  mineral  fuels  is 
less.   Imports  for  consumption  of  beverages  and  tobacco  increased  in  the  third 
quarter,  owing  principally  to  warehouse  withdrawals  of  oriental  leaf  tobacco 
previously  imported  from  Bulgaria  and  Yugoslavia.   Semimanufactured  imports  1/ 
also  posted  increases  (table  4).   Significant  imports  under  this  classifi- 
cation in  the  third  quarter  included  platinum  group  metals  from  the  U.S.S.R., 
unwrought  copper  from  Yugoslavia,  and  steel  manufactures  from  Poland.   Approx- 
imately one-quarter  of  all  imports  from  the  NME  countries  are  classified  as 
miscellaneous  manufactures.  2/   Imports  of  leather  footwear  from  Yugoslavia, 
Romania,  and  Czechoslovakia;  textiles  and  clothing  from  China  and  Romania;  and 
wood  furniture  from  Yugoslavia  are  included  in  this  category.   The  total  value 
of  imports  in  this  category  increased  by  over  $23  million  in  the  third  quarter 
of  1977. 

On  a  country-by-country  basis,  the  decline  in  U.S.  total  trade  turnover 
in  the  first  three  quarters  of  1977  was  largely  the  result  of  decreased  turn- 
over with  those  NME  countries  that  were  large  importers  of  U.S.  grain  in  1976 
(tables  5  and  6).   Total  two-way  trade  for  1977,  projected  from  three  quar- 
ters' data,  will  fall  far  short  of  last  year's  levels  with  the  U.S.S.R., 
Poland,  Czechoslovakia,  East  Germany,  and  Bulgaria.   Romanian  grain  imports 
from  the  United  States,  which  were  high  in  1976,  have  also  fallen  off  this 
year,  but  increasing  imports  of  U.S.  bituminous  coal  have,  to  some  extent,  had 
an  offsetting  effect. 

1/  Under  SITC  number  6. 
7/  Under  SITC  number  8 . 


Table  2  . — Commodity  Composition  of  U.S.  trade  with  the  world  and  with  the 

nonmarket  economy  countries,  January-September  1976  and  January-September  1977 


(In  percent) 


Item 


Description 


U.S.  trade 
with  the  world 


Jan. -Sept, 


1976 


1977 


U.S.  trade 
with  NME's 


Jan. -Sept.— 


1976 


1977 


Schedule 
No. 

B 

0,1 

2,4 
3 

5 
6 

7,8,9 

Schedule  A 
No. 
0,1 

2,4 
3 

5 
6 


7,8,9 


and 


Food,  beverages. 

tobacco 

Crude  materials 

Mineral  fuels  and  lubri- 
cants  

Chemicals 

Manufactured  goods  classi- 
fied by  chief  material- 
Other  manufactured  goods 

and  miscellaneous 

Total  %/ 


Food,  beverages,  and 

tobacco 

Crude  materials 

Mineral  fuels  and  lubri- 
cants  

Chemicals 

Manufactured  goods  classi- 
fied by  chief  material- 
Other  manufactured  goods 

and  miscellaneous 

Total  1/ 


15.3 
10 

3.7 
8.8 

10.2 

52.1 


100.0 


9.6 
6.0 


28.0 
3.8 


14.7 
37.8 


100.0 


Exports 


13.6 
11.9 


3.6 

9.4 


9.8 
51.7 


100.0 


57.1 

8.2 


.6 
2.9 


4.8 
26.4 


100.0 


Imports 


9.8 
5.6 


30.5 
3.8 


14.5 
35.8 


100.0 


20.7 
8.3 


10.4 
4.7 


29.4 
26.4 


100.0 


38.7 
8.7 


5.2 
5.1 


6.3 
36.0 


100.0 


20.5 
9.7 


10.2 
4.3 


22.7 
32.6 


100.0 


1/   Figures  may  not  add  to  totals  shown  because  of  rounding. 


Source:   Data  on  U.S.  trade  with  the  world  from  U.S.  Department  of  Commerce 
publication  FT990,  tables  4  and  3A;  data  on  U.S.  trade  with  NME's  from  the 
Bureau  of  East-West  Trade. 
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Total  U.S.  trade  with  China,  Hungary,  and  Mongolia  should  equal  or 
slightly  exceed  last  year's  level.   U.S.  trade  with  Cuba  has  increased 
markedly  and  should  total  about  $900,000  in  1977,  up  from  $116,000  in  1976. 
Total  U.S. -Yugoslavia  trade  is  projected  to  reach  over  $700  million  this  year, 
very  little  of  it  based  on  imports  of  U.S.  grain.   In  addition,  U.S.  trade 
with  Yugoslavia  in  the  first  9  months  of  1977  has  been  nearly  balanced  com- 
pared with  the  deficit  recorded  in  1976.   Albanian  imports  of  U.S.  coal  have 
expanded  U.S.  total  trade  turnover  with  this  country  to  a  projected  $4.5  mil- 
lion in  1977. 

Figure  1,  drawn  from  the  data  in  table  5,  compares  the  relative  shares  of 
U.S.  exports  to  the  NME  countries  in  1976  with  these  shares  in  January- 
September  1977.   The  grain  importing  countries,  U.S.S.R.,  Poland,  and  those 
included  in  "other,"  have  experienced  declining  shares  relative  to  China, 
Yugoslavia,  and  Romania. 

Figure  2,  drawn  from  data  contained  in  table  6,  compares  the  individual 
country  shares  of  U.S.  imports  from  the  NME  countries  in  1976  with  the  shares 
in  January-September  1977.   These  shares  are  largely  unchanged,  illustrating 
the  stability  of  the  distribution  of  U.S.  imports  from  these  countries  in 
recent  months.   A  rise  in  U.S.  imports  from  Poland  reflected  increased  U.S. 
imports  of  coal,  gasoline,  and  hams,  and  a  fall  in  imports  from  Yugoslavia  was 
due  mainly  to  the  lower  value  of  copper  imports  relative  to  that  in  1976. 

ANALYSIS  OF  SIGNIFICANT  U.S.  EXPORTS  TO  THE 
NONMARKET  ECONOMY  COUNTRIES 

Grain 

Exports  of  grain  are  a  very  important  positive  factor  in  the  U.S. 
balances  of  trade  and  payments.  1/  The  average  annual  value  of  their  positive 
contribution  to  the  balance  of  payments  exceeded  $10  billion  over  the  1973-76 
period  (table  7).   U.S.  exports  of  grain  to  the  nonmarket  economy  countries 
averaged  $1.4  billion  over  this  period  or  approximately  14  percent  of  total 
U.S.  grain  exports.   Recent  developments  indicate  that  U.S.  grain  exports  to 
the  NME's  will  again  be  a  significant  positive  element  in  U.S.  trade  in  1977. 


17  Grains,  principally  wheat,  rice,  barley,  corn,  rye,  and  oats,  constitute 
the  cereals  component  of  the  Schedule  B  export  division  04  entitled  "cereals 
and  cereal  preparations;  and  preparations  of  flour,  starch,  or  malt  extract." 
Exports  of  grain  dominate  this  export  division,  and  are  highlighted  in  this 
report.   Their  share  in  1976  was  approximately  95  percent.   New  Schedule  B 
numbers,  130.1000  through  130.6540,  inclusive,  will  be  in  effect  in  1978. 
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Background 

The  United  States,  Canada,  Australia,  and  the  European  Community  are  the 
principal  suppliers  of  grain  exports  to  the  world  market.   The  United  States 
supplies  approximately  one-half  of  this  market  and,  with  Canada,  serves  as  the 
principal  reserve  source  of  exports  to  meet  unexpected  demands  by  other  coun- 
tries.  In  this  role  the  United  States  has  often  been  the  residual  source  of 
grain  exports  to  the  NME's. 

Exports  of  grain  to  the  NME's  are  a  very  important  component  of  total 
U.S.  exports  to  these  countries.   The  share  of  grain  in  total  U.S.  exports  to 
the  NME's  has  ranged  from  a  high  of  54  percent  in  1973  to  33  percent  in  1974 
as  NME  demand  for  grain  imports  has  varied  with  domestic  availability.   More 
recently  this  share  increased  to  49  percent  in  1976  but  fell  to  35  percent  in 
January-September  1977.   Recent  developments  indicate  that  this  share  will 
very  likely  increase  because  of  adverse  harvest  conditions,  particularly  in 
the  U.S.S.R.  and  Poland. 

Large  U.S.  exports  of  grain  to  the  NME's  would  present  no  problem  for 
U.S. -NME  trade,  if  the  volume  were  relatively  stable.   This  has  not  been  the 
case,  as  the  absolute  figures  and  percentages  clearly  show.   On  occasion, 
increased  NME  demand  for  U.S.  grain  has  occurred  when  U.S.  stocks  were  not 
adequate  to  permit  large  purchases  without  disruption  to  the  United  States  and 
world  markets.   The  prime  example  of  this  event  occurred  in  1973  when  large 
purchases  by  the  Soviet  Union  at  a  time  of  increased  world  demand  and  low 
stocks  resulted  in  large  increases  in  the  prices  of  grains,  particularly 
wheat.   In  order  to  introduce  some  stability  into  this  market,  a  U.S.-U.S .S.R. 
grain-purchase  agreement  was  negotiated  in  1975  which  provides  for  a  guaranteed 
minimum  annual  purchase  of  6  million  tons  of  grain.   Purchases  in  excess  of  a 
stipulated  amount  (originally  8  million  tons)  would  require  intergovermental 
consultation.   There  are  also  understandings  regarding  purchases,  but  no  for- 
mal agreements,  between  the  United  States  and  Poland  and  the  German  Democratic 
Republic . 

Nine  of  the  12  NME  countries  monitored  in  this  report  have  purchased 
grain  from  the  United  States  in  the  period  January  1973-September  1977  (see 
table  7).  1/  By  far  the  largest  purchaser  has  been  the  U.S.S.R.,  followed  by 
Poland  and  China.   The  NME  share  of  U.S.  grain  exports  has  fluctuated  widely, 
falling  from  19.7  percent  in  1973  to  a  low  of  8.1  percent  in  1974  and  then 
rising  through  1975  to  17.6  percent  in  1976.   In  the  first  three  quarters  of 
1977,  U.S.  grain  exports  to  the  NME  countries  totaled  $800.8  million,  the 
lowest  level  since  1974,  but  still  accounted  for  12  percent  of  total  U.S. 
grain  exports  in  that  period. 


\J   Albania,  Cuba,  and  Mongolia  do  not  purchase  U.S.  grain  and  are  not 
reviewed . 
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U.S.  grain  sales  to  the  NME ' s 

As  shown  in  table  8,  virtually  all  U.S.  grain  sales  to  these  countries 
are  of  wheat  and  corn.   In  the  period  January  1973-September  1977,  wheat  sales 
to  the  NME's,  peaked  in  1973  at  $952  million  then  declined  irregularly  to 
$420.1  million  in  1976.  Wheat  exports  are  stronger  this  year,  totaling  $396.9 
million  through  September  1977,  compared  with  only  $280.0  million  in  the  cor- 
responding period  of  1976.   The  value  of  corn  sales  to  the  NME  countries 
generally  lagged  behind  that  of  wheat  sales  in  the  years  1973-75.   In  1976, 
however,  corn  exports  reached  $1,390.5  million,  72  percent  of  the  total  value 
of  grain  exports  to  these  countries.  Much  of  the  increase  in  corn  imports  by 
the  NME  countries  is  to  support  the  feeding  of  livestock.   Other  grains  regu- 
larly exported  to  the  NME's  include  barley  and  sorghum,  mostly  for  animal 
feed,  and  rice. 

Wheat . — The  United  States  has  exported  wheat  to  seven  NME  countries  since 
1974,  but  only  the  U.S.S.R.,  China,  and  Poland  have  made  large  purchases 
(table  9).   In  1974,  China  purchased  1.9  million  metric  tons  (hereinafter 
refered  to  as  tons)  of  wheat  from  the  United  States,  but  did  not  buy  any  U.S. 
grain  from  1974  to  September  1977.   The  Soviet  Union  has  made  large  purchases 
in  every  year  since  1974,  but  imported  a  record  4.0  million  tons  in  1975, 
accounting  for  89  percent  of  the  volume  of  U.S.  wheat  exports  to  the  NME  coun- 
tries in  that  year.   Purchases  in  the  first  three  quarters  of  1977  totaled  2.3 
million  tons,  bringing  U.S.S.R.  imports  of  U.S.  wheat  in  the  12-month  period 
ending  September  1977  to  just  over  3.0  million  tons,  the  minimum  annual  wheat 
purchase  agreed  to  in  the  U.S. -Soviet  Grain  Agreement. 

Polish  imports  of  U.S.  wheat  have  risen  steadily  since  1974,  from  less 
than  200,000  tons  in  that  year  to  633,000  tons  in  1976.   U.S.  wheat  exports  to 
Poland  reached  573,000  tons  in  the  9  months  ending  September  1977,  22  percent 
over  shipments  in  the  same  period  in  1976.   Since  late  1975  the  United  States 
and  Poland  have  had  an  understanding  in  which  the  Poles  expressed  the  inten- 
tion of  purchasing  approximately  2.5  million  tons  of  grain  from  the  United 
States  annually  1_/ .   Although  Polish  imports  of  U.S.  grain  have  not  yet 
reached  the  agreed  level,  this  year's  poor  harvest  in  Poland  should  result  in 
more  U.S.  exports. 

Czechoslovakia  and  the  German  Democratic  Republic  (East  Germany)  are  net 
importers  of  grain,  both  depending  on  traditional  suppliers  among  the  NME  and 
free-market  countries.   In  the  past,  their  U.S.  wheat  purchases  have  only 
reflected  short-term  necessity.   Recent  reversals  in  the  East  German  agri- 
cultural sector  have  improved  U.S.  opportunities  for  grain  exports  to  that 
country.   The  United  States  and  East  Germany  agreed  at  the  end  of  1976  that 
annual  requirements  for  U.S.  grain  are  expected  to  reach  1.5  to  2.0  million 

\J   Press  Release  on  the  understanding  on  grain  trade  between  the  United 
States  and  Poland,  reached  by  U.S.  Secretary  of  Agriculture  Earl  L.  Butz  and 
Minister  of  Agriculture  of  Poland  Kazimierz  Barcikowski,  November  17,  1975. 
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Table  8. — Cereal  and  cereal  preparations:  U.S.  exports  to  the  nonmarket 
economy  countries,  by  types , 1973-76,  January- Sept ember  1976,  and 
January-September  1977 


(In  millions  of  U.S.  dollars) 


Type  of  grain 

1973 

1974 

1975 

1976 

January-September 

1976 

1977 

Wheat s 

Corn 

Grain  sorghums — 

952-0 

435.3 

2.6 

12.2 

51.8 

401.1 

391.6 

6.1 

10.2 

12.3 

12.5 

746.5 
644.5 

36.0 
5.7 

14.0 

9.5 

420.1 

1,370.5 

82.6 

21.2 

18.2 

2.6 

280.0 

1,198.8 

66.3 

16.6 

18.2 

2.3 

396.9 

367.9 

9.8 

19.2 
7.0 

Other  cereals 
and  cereal 
preparations — 

Total,  NME's 

Total  U.S. 
exports 

1,453.9 
8,495.1 

833.8 
10,330.9 

1,456.2 
11,643.1 

1,915.2 
10,910.9 

1,582.2 
8,241.4 

800.8 
6,663.8 

Source:  U.S.  Department 
table  E-6. 


of  Commerce  publication  FT410,  FT455,  and  FT990, 
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Table  9. — Wheat,  unmilled:  1/   U.S.  exports  to  the  nonmarket  economy  countries, 
1974-76,  January-September  1976,  and  January-September  1977 


Market 


1974 


1975 


1976 


January-September 


1976 


1977 


Czechoslovakia 

German  Democratic  Republic- 
People's  Republic  of  China- 
Poland 

Romania 

U.S. S .R 


Yugoslavia 

Total  NME's- 


Total  U.S.  exports- 


Czechoslovakia 

German  Democratic  Republic" 
People's  Republic  of  China- 
Poland 

Romania 

U .  S .  S .  R 

Yugoslavia 

Total  NME's 


Total  U.S.  exports 

NME  share  of  total 
U.S.  exports -percent- 


Total  exports  to  the 

NME ' s 


Total  U.S.  exports- 


0 

0 

1,906 

199 

0 

1,063 

146 


3,314 
24,901 


234,015 
18,589 


124,130 
24,395 


401,129 

4,436,685 

9.0 


$121.0 
178.2 


Quantity  (1,000  metric  tons) 


0 

15 
0 
418 
86 
4,041 
0 


4,560 
30,878 


95 

98 

0 

633 

427 

1,706 

0 


2,959 
26,541 


95 

97 

0 

468 

330 

963 

0 


1,953 
20,765 


Value  (1,000  U.S.  dollars) 


2,756 

65,328 

11,793 

666,576 


746,453 
5,162,252 

14.5 


14,350 
14,863 

92,495 

48,453 

249,985 


420,146 

3,879,840 

10.8 


14,349 
14,598 

73,616 

37,248 

140,159 


279,970 

3,112,892 

9.0 


Unit  value  (per  metric  ton) 


$163.7 
167.2 


$142.0 
146.2 


$143.4 
149.9 


0 

20 

0 

573 

56 

2,266 

0 


2,915 
18,003 


2,290 

52,338 

5,910 

336,373 


396,911 

2,059,572 

19.3 


$136.2 
114.4 


1/  Schedule  B  numbers  041.0010,  041.0020. 

Source:   Compiled  from  official  statistics  of  the  U.S.  Department  of  Commerce. 
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tons.  1/   Romania  is  traditionally  a  grain  exporter  and  Yugoslavia  is  to  a 
large  extent  self  sufficient.   Purchases  of  U.S.  wheat  by  these  two  countries 
in  the  1973-76  period  were  small  and  irregular  and  have  dwindled  to  less  than 
$6  million  in  the  first  three  quarters  of  1977. 

From  1974  to  1976,  the  unit  values  of  U.S.  wheat  exports  to  the  NME  coun- 
tries were  less  than  those  of  overall  U.S.  wheat  exports  (see  table  9).   This 
difference  was  greatest  in  1974  when  the  value  per  ton  of  grain  exported  to 
the  NME  countries  was  $121.00,  compared  with  $178.20  per  ton  for  overall  U.S. 
grain  exports.   This  difference  closed  sharply  in  1975.   In  the  first  9  months 
of  1977  the  unit  value  of  NME  wheat  purchases  substantially  exceeded  the  over- 
all unit  value. 

Corn. — Statistics  on  the  volume  and  value  of  U.S.  corn  exports  to  the  NME 
countries  since  1974  are  presented  in  table  10.   The  U.S.S.R.  has  been  the 
major  NME  purchaser,  accounting  for  50  to  75  percent  of  sales  in  the  period. 
Soviet  imports  peaked  in  1976,  reaching  8.8  million  tons  valued  at  $1.1  bil- 
lion.  China,  although  a  major  purchaser  of  U.S.  corn  in  1974,  has  not 
imported  any  from  the  United  States  since  that  time.   Poland  imported  increas- 
ing quantities  of  U.S.  corn  through  1976,  but  shipments  in  the  first  three 
quarters  of  1977  were  down  to  817,000  tons,  only  two-thirds  the  amount  in  the 
corresponding  period  of  1976.   The  understandings  that  the  United  States  has 
with  Poland  and  East  Germany  concerning  future  purchases  of  U.S.  grains  should 
result  in  increasing  exports  of  U.S.  corn  to  these  countries  in  the  next  few 
years.   U.S.  exports  of  corn  to  the  other  NME  countries  have  been  small  and 
irregular. 

The  unit  values  of  U.S.  corn  exports  to  the  NME  countries  were  less  than 
those  of  overall  exports  in  1974  and  1975  (table  10).   Since  that  time,  how- 
ever, NME  unit  values  have  exceeded  overall  unit  values.   In  the  first  three 
quarters  of  1977,  the  difference  exceeded  $8  per  ton,  with  Soviet  purchases  at 
slightly  higher  unit  values. 

U.S.S.R. 


The  Soviet  Union  is  the  principal  NME  market  for  U.S.  grain  exports, 
although  the  amounts  have  fluctuated  widely  from  year  to  year  (table  11).   The 
U.S.S.R.  imported  approximately  23  million  tons  of  grain  in  the  period  July 
1972- June  1973,  including  13.7  million  tons  from  the  United  States.   The  1973 
harvest,  a  record  at  that  time  of  222.5  million  tons,  permitted  a  reduction  of 
grain  imports  to  11.1  million  tons  in  the  12  months  ending  June  1974  and  to 

1/  Press  release  on  the  exchange  of  views  on  prospects  for  trade  in  grains 
between  the  United  States  and  the  German  Democratic  Republic,  between  Richard 
E.  Bell,  Assistant  Secretary  of  Agriculture  for  International  Affairs  and 
Commodity  Programs  and  Dr.  Gerhard  Beil,  State  Secretary  of  the  Ministry  of 
Foreign  Trade  for  the  German  Democratic  Republic,  November  10,  1976. 


21-821  O  -  78 
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Table  10. — Corn,  unmllled:  1/  U.S.  exports  to  the  nonmarket  economy  countries, 
1974-76,  January-September  1976,  and  January-September  1977 


Market 


1974 


1975 


1976 


January-September 


1976 


1977 


Bulgaria 

Czechoslovakia 

German  Democratic  Republic- 
Hungary 

People's  Republic  of  China- 
Poland 

Romania 

U .  S .  S .  R 

Yugoslavia 

Total  NME's 


Total  U.S.  exports- 


Bulgaria' ; 

Czechoslovakia 

German  Democratic  Republic- 
Hungary 

People's  Republic  of  China- 
Poland 

Romania 

U .  S . S .R 

Yugoslavia 

Total  NME's 


Total  U.S.  exports 

NME  share  of  total 

U.S.  exports  -percent- 


Total  exports  to  the 
NME i s 


Total  U.S.  exports- 


$97.2 
129.7 


Quantity    (1,000  metric   tons) 


64 

115 

246 

246 

2/ 

0 

0 

462 

189  : 

81 

88 

29 

148 

59 

106 

1 

2/ 

2/ 

2/ 

35 

854 

0 

0 

0 

0 

502 

1,070 

1,571 

1,232 

817 

461 

432 

72 

26 

57 

2,007 

3,162 

8,797 

8,017 

2,140 

52 

2/ 

2/ 

2/ 

2/ 

4,029 

4,808 

11,296 

9,769 

3,236 

29,074 

32,526 

44,327 

31,738 

29,928 

Value 

:i,000  U.S.  dollars) 

9,995 

14,780 

28,448 

28,448 

85 

- 

- 

55,300 

23,524 

8,845 

9,633 

4,060 

16,229 

6,808 

11,516 

759 

92 

405 

405 

:     5,855 

95,671 

- 

- 

- 

: 

63,945 

142,456 

184,161 

146,842 

80,019 

63,033 

58,613 

:     7,501 

:     2,947 

:     5,458 

141,085 

424,443 

•  1,078,364 

989,650 

256,040 

7,509 

19 

139 

:       139 

:        59 

391,630 

644,463 

1,370,547 

:  1,198,763 

:    367,877 

3,771,852 

4,447,797 

5,223,493 

:  3,830,060 

:  3,145,330 

10.4 

14.5 

26.2 

31.3 

:      11.7 

Unit  a 

ralue  (per  me 

itric  ton) 

$134.0 
136,7 


$121.3 
117.8 


$122.7 
120.7 


$113.7 
105.1 


1/   Schedule  B  numbers   044.0010,    044.0015,    044.0030,    044.0040,    044.0050,   and   044.0060. 
2/  Less   than  500  metric   tons. 


Source:      Compiled   from  official   statistics   of   the  U.S.   Department   of  Commerce. 
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Table  11 .--Grain: 


Production,  exports  and  imports,  by  selected  nonmarket 
economy  countries,  1973-77  1/ 


(In  thousands  of  metric  tons) 


Country 


1973 


1974 


1975 


1976 


1977  2/ 


U.S.S.R. : 

Product  ion 

Exports 

Imports 

People's  Republic  of 
China:  3/ 

Production 

Exports  4/ 

Imports — *■-. ■ 

Eastern  Europe: 

Bulgaria: 

Production 

Exports 

Imports 

Czechoslovakia : 

Production 

Exports 

Imports 

German  Dem »  Rep . : 

Production 

Exports 

Imports 

Hungary : 

Production 

Exports 

Imports 

Poland : 

Production 

Exports 

Imports 

Romania : 

Production 

Exports 

Imports — < 

Yugoslavia: 

Production 

Exports 

Imports 

Total  Eastern  Europe: 

Production 

Net  imports 


222 

5 

11 


250 
2 
7 


,530 
,900 
,100 


,000 
,142 
,645 


14 


,283 

200 

26 

i,657 

20 

,420 

1,502 

368 

1,511 

.,574 

1,051 

248 

.,858 

498 

1,710 

1,757 

.,100 

595 

,106 
599 
833 

,737 
,507 


195,780 
5,000 
5.400 


265,000 
1,983 
6,790 


6,262 

1,015 

10,366 

1,320 

9,704 

306 

3,271 

12,310 

1,701 

255 

22,977 

114 

3,760 

13,497 

710 

1,055 

15,591 
104 
437 

90,707 
8.148 


140,118 

500 

25,900 


270,000 
1,440 
3,446 


7,367 
552 
246 

9,280 

1,550 

8,911 

281 

3,380 

12,026 

1,901 

380 

19,557 

109 

5,042 

15,198 

1,163 

379 

14,973 
300 
610 

87,312 
7,281 


223,771 

3,000 

10,700 


285,000 
1,000 
2,140 


8,013 
200 
200 

8,988 

2,455 

8,201 

125 

4,485 

11,316 
500 
225 

20,886 

140 

5,950 

19,754 

1,500 

700 

16,179 
433 

550 

93,346 
11,667 


194,000 

n.a. 

25,000 


286,500 

n.a. 

7,000 


7,981 
200 
100 

10,400 

1,500 

9,002 

125 

3,800 

12,525 

1,200 

200 

19,200 

200 

8,000 

17,800 

1,100 

450 

16,900 
620 
200 

93,808 
10,805 


1/  "Year"  refers  to  harvest  year.  Thus  1973  includes  all  grains  har- 
vested or  traded  from  July  1973  to  June  1974,  unless  otherwise  specified, 

2/  Projected.         3/  Calendar  years.        4_/  Rice  only. 

Source:   Compiled  from  official  statistics  of  the  U.S.  Department  of 
Agriculture. 
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5.4  million  tons  in  the  following  12  months.   The  disappointing  1974  harvest 
followed  by  the  disastrous  one  in  1975  again  forced  massive  grain  imports, 
totaling  25.9  million  tons  between  July  1975  and  June  1976.  U.S.  corn  and 
wheat  exports  to  the  U.S.S.R.  in  the  first  three  quarters  of  1976  totaled 
nearly  9  million  tons  (tables  9  and  10).   The  record  1976  harvest  reduced 
total  import  requirements  somewhat,  but  imports  of  U.S.  corn  reached  record 
levels . 

The  U.S.S.R.  looked  forward  to  a  good  1977  harvest  to  rebuild  grain 
stocks  and  supply  increasing  domestic  consumption  requirements.   Soviet 
planners  had  set  the  1977  harvest  goal  at  213.3  million  tons.   Imports  were 
projected  to  total  no  more  than  15  million  tons  through  September  of  1978. 
Then,  in  November  1977  President  Leonid  Brezhnev  of  the  U.S.S.R.  revealed  that 
the  1977  harvest  would  produce  only  194  million  tons  because  of  drought  and 
heavy  rains  during  the  harvest.   This  production  shortfall  of  nearly  20  mil- 
lion tons  will  result  in  imports  of  20  to  25  million  tons,  if  current  economic 
goals  are  to  be  achieved. 

Current  U.S.S.R.  economic  goals  include  an  increase  in  available  food 
supplies,  especially  meat  and  dairy  products  to  meet  the  rising  demand  fore- 
seen due  to  planned  personal  income  increases.   The  Soviet  Union  has  only  this 
year  substantially  rebuilt  its  livestock  herds  after  the  severe  grain  short- 
fall of  1975  forced  the  slaughter  of  large  numbers  of  hogs  and  cattle.   The 
current  production  shortfall  could  force  another  cutback  of  domestic  meat, 
dairy,  and  other  food  products,  and  the  U.S.S.R.  will  probably  prefer  grain 
imports  to  these  more  drastic  actions.   An  upsurge  in  recent  months  of  Soviet 
grain  purchases  on  the  world  market  would  tend  to  confirm  that  this  is  the 
decision  that  was  made. 

Current  market  conditions  favor  the  U.S.S.R.  in  this  regard.   Grain 
prices,  particularly  corn  prices,  are  at  relatively  low  levels.   Gold  prices 
are  relatively  high,  and  the  value  of  the  U.S.  dollar,  relatively  low,  which 
should  facilitate  the  financing  of  hard-currency  purchases  of  U.S.  grain. 
Increased  Soviet  purchases  should  have  an  upward  effect  on  grain  prices,  if 
significant  quantities  are  purchased.   This  would  be  a  positive  development 
for  U.S.  farmers,  who  are  experiencing  increasing  costs  while  their  revenues 
are  at  low  levels. 

The  U.S. -Soviet  Grain  Agreement  was  signed  on  October  20,  1975,  and  pro- 
vides for  minimum  annual  purchases  of  U.S.  grain  by  the  U.S.S.R.  and  inter- 
governmental consultations  for  grain  purchases  exceeding  a  maximum  amount. 
The  agreement  also  provides  for  the  use  of  U.S.  flagships  to  carry  a  minimum 
portion  of  this  grain  trade,  and  semi-annual  U.S. -Soviet  consultations  to  help 
anticipate  Soviet  grain  needs.   The  agreement  will  remain  in  force  through 
September  1981.   By  the  terms  of  the  agreement,  the  U.S.S.R.  will  annually 
purchase  a  minimum  of  6  million  tons  of  U.S.  wheat  and  corn  in  approximately 
equal  proportions  from  U.S.  sources  at  prevailing  market  prices.   The  original 
agreement  also  provided  for  U.S. -Soviet  consultations  if 
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purchases  exceeded  8  million  tons.   This  limit  was  recently  raised  to  15  mil- 
lion tons  for  the  October  1977-September  1978  period,  the  second  year  of 
operation  of  the  agreement. 

It  is  now  believed  that  U.S.S.R.  grain  imports  from  the  United  States 
will  reach  15  million  tons  in  the  12  months  ending  September  1978.   Soviet 
purchases  in  this  period  have  already  reached  6.4  million  tons  through 
mid-December  1977,  4.1  million  tons  of  corn  and  the  remainder  of  wheat. 


The  People's  Republic  of  China 

China  is  a  net  importer  of  grain  on  a  quantity  basis  (table  11).   Its 
policy  of  exporting  higher  priced  rice  from  areas  of  surplus  production  has 
permitted  the  importation  of  larger  quantities  of  lower  priced  grain.   On 
balance,  China  has  been  nearly  self  sufficient  in  food  production.   In  1973 
and  1974,  China  sourced  nearly  half  of  its  grain  purchases  in  the  United 
States;  U.S.  grain  exports  to  China  totaled  nearly  $741  million  in  those  years 
(table  7).   Since  that  time,  however,  China  has  imported  grain  from  its  tradi- 
tional suppliers,  Canada,  Australia,  and  Argentina,  and  no  U.S.  exports  have 
been  reported  in  the  period  January  1975-September  1977. 

The  1977  harvest  faced  cold  weather,  drought  during  the  growing  season, 
and  rains  at  harvest.   The  mobilization  of  all  available  labor  helped  mini- 
mize, but  not  completely  overcome,  drought  damage  to  non-irrigated  crops, 
especially  the  winter  wheat.   The  fall  harvest  of  coarse  grains  was  hindered 
by  very  wet  conditions  that  undoubtedly  damaged  the  crops,  while  the  rice 
harvest  was  quite  good.   The  total  1977  harvest  has  been  projected  to  exceed 
slightly  the  1976  harvest  of  285  million  tons,  but  current  production  may  be 
inadequate  to  provide  for  the  food  demands  of  a  growing  population. 

Chinese  grain  imports  are  projected  to  total  7  million  tons  in  1977,  and 
further  imports  of  grains  and  animal  feed  supplements  are  likely  in  1978. 
China  has  purchased  soybeans  and  cotton  from  the  United  States  for  the  first 
time  since  1974,  and  grain  purchases  in  1978  are  likely.   International  grain 
prices  are  good  from  the  purchaser's  standpoint,  and  it  is  felt  that  China's 
traditional  sources  of  grain  in  the  world  market  will  not  have  the  uncommitted 
stocks  available  if  China  is  forced  to  import  large  quantities  of  grain 
through  the  coming  year . 


Eastern  Europe  1/ 

Eastern  Europe  is  a  net  importer  of  grains.   Since  1970,  net  grain 
imports  have  averaged  8  to  9  percent  of  consumption  and  have  consisted  of 

1/  Bulgaria,  Czechoslovakia,  German  Democratic  Republic,  Hungary,  Poland 
Romania,  and  Yugoslavia. 
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about  equal  quantities  of  wheat  and  coarse  grains.   The  northern  countries  of 
Poland,  East  Germany,  and  Czechoslovakia  are  grain-deficit  countries;  Hungary 
and  Romania  are  grain  exporters.  Yugoslavia  and  Bulgaria  are,  on  average, 
self  sufficient,  but  periodically  enter  the  grain  trade,  either  to  export  or 
to  import. 

The  1976-80  5-year  plans  of  the  Eastern  European  countries  have  set  goals 
for  substantial  increases  in  grain  production  based  on  higher  yields. 
Increased  yields  are  to  be  achieved  through  greater  mechanization  of  agri- 
culture, increased  application  of  fertilizers  and  pesticides,  and  the  intro- 
duction of  improved  seed  varieties.   Yields  have  increased  markedly  under  the 
1971-75  5-year  plan,  but  it  is  doubted  that  this  rate  of  increase  can  be  main- 
tained.  Agriculture  must  compete  with  other  sectors  for  its  share  of  govern- 
ment investment  funds,  and  major  increases  in  the  share  of  agriculture  are  not 
planned  in  most  of  these  countries,  although  absolute  amounts  will  increase. 
Difficult  structural  problems  exist  as  land  is  sometimes  farmed  in  uneconom- 
ically  small  holdings.   Inadequacies  of  the  transportation  system  and  defi- 
cient processing  and  storage  facilities  have  in  the  past  even  reduced  the 
benefits  of  good  harvests.   The  ultimate  unknown  is  the  weather.   Badly  timed 
rain  or  dry  spells,  which  are  frequent,  can  significantly  affect  year-to-year 
grain  output  levels,  although  this  problem  is  not  unique  to  Eastern  Europe. 

The  Eastern  European  harvest  in  1976  was  a  record  94.3  million  tons  but 
severe  drought  affected  feedgrain  supplies  in  the  northern  countries  (table 
11).   The  overall  harvest  in  1977  at  93.8  million  tons  was  nearly  as  good,  but 
certain  countries  experienced  setbacks.   Poland  suffered  from  a  very  poor  crop 
and  East  Germany  is  just  beginning  to  recover  from  a  series  of  poor  crops. 
These  developments,  combined  with  reduced  feed  stocks  from  last  year,  should 
make  these  two  countries  good  customers  for  U.S.  grain  exports  through  1978. 

Poland,  Yugoslavia,  and  Romania  are  currently  eligible  for  credit  through 
the  Commodity  Credit  Corporation  (CCC),  a  federally  chartered  corporation 
whose  officers  and  staff  are  employees  of  the  U.S.  Department  of  Agriculture. 
The  CCC  extends  export  credits  for  sales  of  eligible  U.S.  agricultural  commod- 
ities to  countries  receiving  most-favored-nation  (MFN)  treatment  under  U.S. 
trade  law.   This  financing  of  exports  can  extend  from  6  months  to  3  years. 
U.S.  grains  are  eligible  commodities,  but  most  NME  countries  cannot  parti- 
cipate in  this  program  since  they  are  not  MFN-recipient  countries  and  are 
specifically  denied  any  form  of  export  credit  by  sections  401  and  402  of  the 
Trade  Act  of  1974.   Poland  has  received  $592.6  million  in  CCC  credits  through 
FY  1977,  and  is  slated  to  receive  further  credits  totaling  nearly  $300  million 
in  FY  1978.   A  great  portion  of  this  will  undoubtedly  finance  imports  of  U.S. 
grain.   Romania  and  Yugoslavia,  combined,  have  received  credits  of  $328.5 
million  through  FY  1977,  but  neither  country  is  a  major  importer  of  U.S.  grain. 

Poland. — Poland  is  the  largest  East  European  importer  of  grain  (table 
11).   Net  grain  imports  have  averaged  nearly  20  percent  of  consumption  since 
1973;  the  proportion  has  increased  since  1975  because  of  bad  harvests.   The 
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1974  harvest  of  nearly  23  million  tons  set  a  record  but  was  followed  by  a  very 
short  crop  in  1975.   The  grain  shortfall  that  year  resulted  in  widespread 
slaughtering  of  livestock  in  spite  of  record  grain  imports  of  over  5.0  million 
tons.   The  1976  crop  was  damaged  by  drought,  and  even  greater  levels  of 
imports  were  required.   This  year's  crop  of  only  19.2  million  tons  suffered 
greatly  from  wet  conditions  during  the  harvest,  and  it  will  be  necessary  to 
supplement  it  with  imported  grain  if  further  livestock  reductions  are  to  be 
prevented.   Grain  imports  are  projected  to  reach  a  record  8.0  million  tons  in 
the  12-month  period  ending  in  June  1978.   Of  this,  a  minimum  of  2.5  million 
tons  is  expected  to  be  sourced  in  the  United  States,  with  the  remainder  to 
come  from  Canada  and  the  Soviet  Union. 

Poland  provides  an  extreme  example  of  the  importance  of  weather  in 
Eastern  European  grain  production,  particularly  among  the  northern  countries. 
Cool  temperatures  dictate  a  short  growing  season,  and  soil  moisture  is  highly 
dependent  on  heavy  winter  snow  and  summer  rains .   If  the  snow  has  been  insuf- 
ficient relative  to  the  winter  cold,  winter  wheat  sown  in  the  previous  fall 
will  be  damaged  by  winterkill.   Poland  is  particularly  subject  to  frequent 
droughts  and  generous  rains  are  necessary  to  maintain  soil  moisture  during  the 
growing  season.   Yet  rain  in  the  weeks  preceeding  or  during  the  harvest  can 
impede  or  damage  the  crop.   Wheat  is  particularly  susceptible  to  moisture 
damage  during  the  harvest. 

Poland  is  committed  to  an  expansion  of  its  grain  output,  as  last  year's 
disturbances  over  price  increases  of  basic  food  items  forced  a  reevaluation  of 
the  1976-80  5-year  plan.   Food  production  receives  greater  stress  in  the 
revised  plan,  with  output  in  both  crop  and  livestock  sectors  slated  for 
greater  increases  than  previously  planned.   The  planned  level  of  Government 
investment  in  the  agricultural  sector  has  been  increased,  with  emphasis  placed 
on  increased  yields  through  mechanization  and  other  technological  improve- 
ments.  More  effective  management  techniques  and  improved  grain  handling 
facilities  are  to  be  introduced.   The  Government  also  hopes  to  transfer  nearly 
5  million  acres  of  small  units  of  private  land  to  larger  socialized  farms. 
This  is  an  acceleration  over  the  previous  5-year  period,  when  less  than  half 
that  amount  of  land  was  transferred. 

These  actions  are  considered  necessary  to  meet  increased  food  demand 
associated  with  artificially  low  food  prices  maintained  by  Government  sub- 
sidy.  An  expected  rise  in  personal  income  (45  percent  over  the  1976-80  per- 
iod) will  also  increase  demand.   Under  the  previous  5-year  plan,  incomes  rose 
much  faster  than  had  been  anticipated,  while  food  prices  remained  fixed. 
Producers'  prices  were  allowed  to  rise,  but  the  Government  paid  the  difference 
between  the  producers'  and  the  retail  prices.   Particular  pressure  was  placed 
on  meat  supplies  at  that  time,  as  demand  rose  with  increased  income  but  retail 
prices  remained  fixed.   Although  planned  per  capita  consumption  of  meat  is  not 
expected  to  increase  as  rapidly  through  1980  as  it  did  in  the  previous  5-year 
period,  even  modest  increases  will  put  a  strain  on  domestic  supply,  parti- 
cularly if  bad  harvests  reduce  domestic  feedgrain  supplies. 
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The  German  Democratic  Republic. — East  Germany  is  currently  second  only  to 
Poland  in  the  volume  of  its  grain  imports;  net  imports  have  averaged  27  per- 
cent of  consumption  since  1974  (table  11).   The  1977  harvest,  although  an 
improvement  of  800,000  tons  over  the  drought-damaged  1976  crop,  is  still  below 
the  record  9.7  million  tons  of  1974.   Grain  imports  will  probably  total  3.8 
million  tons  in  the  July  1977- June  1978  period,  and  U.S.  exports  to  East  Ger- 
many are  expected  to  reach  2.5  million  tons. 

In  order  to  reduce  its  dependence  on  grain  and  feed  imports,  East  Germany 
is  emphasizing  grain  output  over  livestock  growth  in  the  1976-80  5-year  plan. 
Grain  production  is  targeted  to  average  10.5  million  tons  per  year  under  this 
plan,  20  percent  above  the  level  attained  in  the  previous  5-year  period. 
Improved  yields  are  expected  to  account  for  two-thirds  of  the  increase,  with 
additions  to  area  sown  to  make  up  the  rest.  Unexpected  increases  in  livestock 
under  the  1971-75  plan  resulted  in  shortfalls  in  the  domestic  supply  of  feed- 
grains.   This  phenomenon  could  repeat  itself.   Present  plans  call  for  a  rever- 
sal of  that  trend,  but  these  ambitious  planned  increases  in  feed  supplies  may 
not  materialize  and  increased  imports  of  feedgrains  may  prove  inevitable  at 
least  through  1978. 

Czechoslovakia . — Czechoslovakia's  grain  imports  have  averaged  15  percent 
of  consumption  since  1973  with  the  U.S.S.R.,  Hungary,  and  Romania  the  tradi- 
tional suppliers  (table  11).   The  United  States  was  instrumental  in  supplying 
the  Czechoslovak  market  in  1976,  when  drought  caused  a  serious  shortage  of 
feedgrains.   In  that  year  half  of  total  Czechoslovak  grain  imports  were 
sourced  in  the  United  States. 

As  a  traditional  net  importer  of  grains,  Czechoslovakia  faces  conflicting 
priorities  similar  to  those  of  Poland  and  East  Germany.   Targeted  real-income 
growth  under  the  1976-80  5-year  plan  averages  4.5  percent,  yet  the  Government 
is  committed  to  the  maintenance  of  stable  meat  prices.   This  combination  will 
require  expansion  of  meat,  dairy,  and  other  food  supplies,  and  place  increas- 
ing strain  on  the  domestic  grain  supply.   The  current  5-year  plan  calls  for 
grain  output  to  average  10  to  11  million  tons  per  year,  compared  with  the 
9.3-million-ton  average  in  the  1971-75  period.   The  increase  is  planned  to 
come  almost  entirely  from  greater  yields  rather  than  from  a  larger  area  sown. 
The  1977  harvest  of  10.4  million  tons  was  a  record,  in  spite  of  wet  harvest 
conditions,  and  will  largely  fulfill  these  goals.   Grain  imports  can  be 
expected  to  decrease  significantly  this  year. 

Planned  increases  in  livestock  and  animal  feed  output  may  necessitate 
imports  of  high-protein  feed  supplements  such  as  soybean  oilcake  and  meal.   It 
is  in  this  area  that  U.S.  agricultural  exports  to  Czechoslovakia  are  most 
likely  to  be  centered.   Given  the  unpredictable  weather  conditions  facing 
Czechoslovakia,  as  well  as  the  other  northern  countries  of  Eastern  Europe,  the 
United  States  will  continue  to  export  grain  to  this  country  in  years  when 
local  production  and  other  imports  are  insufficient. 
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Yugoslavia. — Yugoslavia  has  been  only  a  marginal  importer  of  grain  in 
recent  years  (table  11).   Indeed,  under  goals  set  by  the  current  5-year  plan, 
Yugoslavia  hopes  to  achieve  annual  grain  exports  of  nearly  2.0  million  tons  by 
1980.   The  plan  also  calls  for  expanded  exports  of  meat  and  other  livestock 
products,  although  recent  increases  in  output  in  this  sector  have,  to  some 
extent,  drawn  down  domestic  grain  supplies,  which  might  otherwise  be  available 
for  export. 

Yugoslavia  finds  itself  in  a  period  of  rising  external  debt.   In  order  to 
stem  this  drain  on  import  capacity,  the  1976-80  plan  calls  for  the  gradual 
attainment  of  self  sufficiency  in  farm  products,  restraint  of  agricultural 
imports,  and  an  increase  in  exports  of  food  and  animal  feed.   Four  good  grain 
harvests,  capped  with  this  year's  record  of  16.9  million  tons,  have  made  the 
first  of  these  goals  seem  possible.   Higher-than-average  growth  of  output  of 
corn,  sugar  beets,  and  oilseeds  will  help  meet  planned  domestic  feed  require- 
ments, but  increasing  imports  of  high-protein  animal  feed,  including  soybeans 
and  soy  products,  are  likely  if  livestock  growth  is  to  meet  planned  goals. 

A  major  problem  that  inhibits  increases  in  agricultural  productivity 
through  mechanization  and  other  large-scale  improvements  is  the  ownership 
structure  of  the  Yugoslav  farm  sector.   Approximately  three-quarters  of  the 
table  land  is  privately  held,  with  40  percent  of  the  owners  holding  tracts  of 
5  acres  or  less.   Government  offers  to  purchase  land  and  provide  pensions  have 
not  been  successful  in  changing  this  distribution.   Climate  is  the  second 
major  problem.   Variable  weather  in  the  early  1970 's  resulted  in  Yugoslavia's 
importing  up  to  1  million  tons  of  grain  annually.   It  was  at  this  time  that 
the  United  States  became  a  major  supplier.   A  return  to  this  weather  pattern 
could  substantially  affect  Yugoslavia's  ability  to  meet  its  farm  output  goals 
and  result  in  reopening  the  Yugoslav  market  to  significant  U.S.  grain  exports. 

Hungary. — Hungary  has  been  a  net  exporter  of  grain  and  a  major  supplier 
to  grain-deficit  Eastern  European  countries  such  as  Poland,  Czechoslovakia, 
and  East  Germany.   The  1977  harvest,  at  12.5  million  tons,  was  a  record  and 
will  help  replenish  stocks  drawn  down  because  of  poor  crops  in  1976.   It  is 
likely  that  most  of  the  record  1977  crop  will  be  consumed  domestically  to  meet 
planned  growth  in  the  livestock  sector.   Thus,  Hungarian  grain  exports  are  not 
expected  to  reach  normal  levels  this  year. 

The  1976-80  5-year  plan  calls  for  boosting  net  exports  to  3.0  million 
tons  annually  by  1980.   Weather  is  relatively  favorable  in  the  Hungarian 
grain-producing  areas,  and  the  Government  is  expecting  a  gradual  increase  in 
yields  to  accomplish  the  goal.   A  consistent  grain  surplus  of  this  magnitude 
would  not  only  decrease  the  likelihood  of  further  large  grain  purchases  from 
the  United  States,  but  would  also  become  a  source  of  supply  to  the  grain- 
deficit  Eastern  European  countries  which  now  import  from  the  United  States. 
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Romania. — Romania  is  another  regional  grain  exporter  (table  11).   The 
1976  Romanian  grain  harvest  was  a  record  19.7  million  tons,  amounting  to  a 
30-percent  increase  over  1975.   The  nearly  18  million  tons  produced  this  year 
is  thus  somewhat  disappointing,  especially  in  light  of  the  rather  high  planned 
levels  of  output  foreseen  in  the  1976-80  5-year  plan.   Wheat  output,  roughly 
one-third  of  total  grain  production,  did  not  exceed  last  year's  level,  and 
exports  will  not  increase.   Corn  output  is  down  considerably  from  1976,  and 
some  moisture  damage  was  sustained.   In  the  face  of  recent  strong  growth  in 
the  livestock  sector,  this  would  indicate  that  shortages  in  the  domestic  feed- 
grain  supply  will  develop  in  1978  and  that  there  is  strong  potential  for 
imports  of  feedgrains  and  protein  feed,  such  as  soybean  oilcake  and  meal. 

Bulgaria. — Traditionally  a  minor  grain  exporter  in  the  region,  Bulgaria 
has  in  recent  years  purchased  small  quantities  of  corn  from  the  United  States 
(table  10).   Harvests  in  the  last  2  years  have  averaged  a  record  8.0  million 
tons  and  probably  only  minimal  amounts  of  grain  will  be  traded  in  the  coming 
year . 


Hides  and  Skins 

The  United  States  is  by  far  the  world's  largest  exporter  of  bovine  hides 
and  skins.  1/   In  the  first  9  months  of  1977,  the  United  States  exported 
$422.4  million  worth  of  bovine  hides  and  skins  to  all  countries.   Exports  to 
nonraarket  economy  countries  were  $52.7  million,  or  13.0  percent  of  total 
exports.   This  is  a  substantially  higher  proportion  than  the  approximately 
3-percent  average  share  of  total  U.S.  exports  which  are  sold  to  nonmarket 
economy  countries.   However,  this  13-percent  share  is  less  than  the  average 
annual  share  of  18  percent  which  has  occurred  since  1970  and  significantly 
less  than  shares  in  excess  of  20  percent  during  the  early  seventies.   Romania, 
the  largest  U.S.  customer,  purchased  $21.7  million  in  the  January-September 
1977  period,  or  almost  40  percent  of  the  NME  total.   Czechoslovakia  was  second 
with  more  than  20  percent,  followed  by  Poland,  Yugoslavia,  and  Hungary  (table 
12). 

Whole  cattle  hides  make  up  over  95  percent  of  U.S.  exports  of  bovine 
hides  and  skins.   Table  13  shows  the  distribution  of  exports  of  whole  cattle 
hides  to  the  12  largest  purchasers  in  the  first  9  months  of  1977  on  both  a 
quantity  and  value  basis.   Four  nonmarket  economy  countries  rank  very  high  in 
this  list  of  purchasers  of  a  significant  U.S.  export  item.   Romania  was  the 
fourth  largest  customer.   Czechoslovakia,  Poland,  and  Yugoslavia  ranked  10th, 
11th,  and  12th,  respectively. 

During  the  1967-71  period,  the  U.S.S.R.  imported  an  average  of  3.1  mil- 
lion hides  annually.   The  bulk  of  these  imports  were  supplied  by  the  United 

1/  Includes  cattle  hides,  calf,  and  kip  skins.   Kip  skins  are  the  undressed 
skins  of  young  steers,  cows,  and  horses. 
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States.   In  1970,  for  example,  U.S.  exports  of  hides  and  skins  to  the  U.S.S.R. 
accounted  for  nearly  two-thirds  of  that  country's  total  hide  imports.   At  that 
time,  the  U.S.S.R.  was  the  largest  NME  purchaser  of  U.S.  hides  and  skins  and 
in  1970  accounted  for  51  percent  of  U.S.  hide  exports  to  nonmarket  economy 
countries.   Soviet  imports  of  U.S.  hides,  although  decreasing,  continued  to  be 
sizable  through  1972.   Overall  Soviet  imports  of  hides  dropped  precipitously 
in  1973,  however,  and  although  imports  have  increased  somewhat  since,  they 
remain  far  below  earlier  levels.   During  the  1972-75  period,  the  Soviets 
imported  an  average  of  only  1.1  million  hides  annually. 

Department  of  Agriculture  estimates  on  international  trade  in  bovine 
hides  and  skins  are  available  for  48  selected  countries  through  1975.   The 
data  show  that  the  United  States'  share  of  total  world  exports  was  41  percent 
in  1975.   The  European  Community  and  Australia  were  other  principal  sources 
with  shares  of  world  exports  of  30  and  11  percent,  respectively.   By  compari- 
son, Eastern  Europe  and  the  Soviet  Union  together  exported  only  0.3  percent  of 
world  hide  shipments . 

Some  of  the  developing  countries  such  as  Argentina,  Brazil,  Uruguay, 
India,  Pakistan,  and  Morocco  are  large  bovine  hide  producers  and,  formerly, 
were  also  important  exporters  of  hides.   In  recent  years  these  countries  have 
implemented  trade  policies  which  restrict  exports  of  raw  hides  and  skins,  but 
encourage  exports  and  restrict  imports  of  leather  and  leather  manufactures. 
Licensing,  taxes,  quotas,  and  embargoes  are  commonly  used  to  restrict  exports 
of  hides  and  skins,  while  rebates,  grants,  and  subsidies  are  used  as  incen- 
tives to  encourage  exports  of  finished  leather  items  such  as  gloves,  footwear, 
handbags,  and  wearing  apparel.   These  countries  often  reinforce  the  domestic 
impact  of  their  export  incentives  by  restricting  imports  of  finished  leather 
products  through  discretionary  licensing  and  high  tariffs. 

The  United  States,  at  various  times,  has  also  restricted  exports  of  raw 
bovine  hides.   On  March  11,  1966,  the  Department  of  Commerce  established 
export  quotas  for  cattle  hides,  calf  and  kip  skins,  and  bovine  leathers  in 
order  to  provide  adequate  supplies  for  domestic  needs.   These  export  controls 
were  lifted  on  November  7,  1966.   Sharp  price  increases  in  the  spring  of  1972 
caused  the  Secretary  of  Commerce  to  announce  export  controls  on  cattle  hides 
on  July  15,  1972.   The  Secretary  noted  that: 


in  essence,  the  major  factors  underlying  the  sharp  price  increases  are  an 
increasing  demand  for  hides  for  current  use  in  the  United  States,  seri- 
ously depleted  domestic  hide  and  leather  inventories,  and  an  abnormal 
foreign  demand  here.   In  part  because  over  20  percent  of  total  world  hide 
exports  have  been  cut  off  by  the  embargoes  of  former  export  nations.  1/ 

1/  "Statement  by  Secretary  of  Commerce,  Peter  G.  Peterson,  Announcing  Export 
Controls  on  Cattlehides" ,  July  15,  1972. 
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In  August  1972,  Congress  passed  an  amendment  to  the  1969  Export  Administration 
Act  removing  hides  from  the  act's  restricted  list.   Congressmen  from  shoe- 
producing  States  made  a  further  attempt  to  curb  hide  exports  in  the  spring  of 
1973,  but  were  unsuccessful. 

In  1968,  the  United  States  exported  37.2  percent  of  its  bovine  hides  and 
skins  production.   The  ratio  rose  steadily  and  surpassed  50  percent  in  1972. 
In  1976,  56.9  percent  of  total  bovine  hide  production  was  exported.  1/  U.S. 
hide  production  in  1977  is  expected  to  be  3  to  5  percent  lower  than  Tn  the 
previous  year  owing  to  a  decrease  in  cattle  slaughter.   The  level  of  slaughter 
is  expected  to  recover,  however,  and  by  1980  should  reach  or  exceed  the  1976 
level . 

Prices  of  hides  and  skins  have  risen  dramatically  over  the  past  few 
years.   Since  the  United  States'  share  of  world  exports  is  so  large,  the  U.S. 
price  tends  to  be  the  world  price.   The  U.S.  wholesale  price  index  for  raw 
hides  and  skins  compared  to  a  composite  index  and  indexes  of  their  end  prod- 
ucts are  shown  in  the  following  tabulation  (1968=100). 


Year 


Hides,  skins, 

leather 

products 


Footwear 


Hides  and 
skins 


Leather 


1974 

1975 

1976 

Jan. -Sept 
3976— 
1977 — 


145. 1 

148.5 
167.8 

166.3 
179.0 


140.0 
147.8 
158.9 

156.8 
168.1 


195.9 
174.5 
258.9 

262.7 
289.8 


154.3 
151.5 
188.1 

186.7 
201.3 


The  tabulation  shows  that  the  wholesale  price  of  raw  hides  and  skins  has  risen 
considerably  faster  than  that  of  other  semiprocessed  and  manufactured  products 
of  leather.  The  wholesale  price  index  for  hides  and  skins  exceeded  300  in  the 
spring  of  1977,  but  has  since  decreased  somewhat.  The  average  for  the  first  9 
months  of  1977  was  289.8.  Hides  for  export  are  more  expensive  than  domes- 
tically consumed  hides,  because  of  the  extra  fine  salt  applied  after  brining. 

Eastern  Europe  is  the  principal  NME  market  for  U.S.  exports  of  hides  and 
skins  (table  12).   This  is  largely  the  result  of  increased  demand  for  leather 
products  outstripping  the  availability  of  domestically  provided  hides  and 
skins  and  decreasing  availability  of  imports  of  these  items  from  formerly 
large  exporters.   These  developments  would  appear  to  indicate  continued  large 


1/  Production  figures  from  Tanner's  Council  of  America,  Inc.;  exports  based 
on  adjusted  Department  of  Commerce  data. 
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U.S.  exports  of  these  products  to  Eastern  Europe.   However,  some  of  the  prin- 
cipal markets  for  U.S.  exports,  i.e.,  Romania,  Czechoslovakia,  and  Yugoslavia, 
have  initiated  efforts  to  develop  alternate  sources  of  supply  of  hides  or  of 
leather  and  leather  products  that  may  cut  into  future  U.S.  exports  of  hides. 

In  recent  years,  Eastern  Europe  has  shown  impressive  development  of  its 
shoe  and  leather  industries.   Footwear  production  increased  40  percent  between 
1965  and  1975  according  to  data  of  the  Commonwealth  Secretariat.  1/  Most  of 
this  footwear  is  for  domestic  consumption.   Intra-bloc  trade  in  shoes  has  been 
declining,  overall,  as  Eastern  European  governments  strive  to  make  their  coun- 
tries as  self-sufficient  as  possible,  although  Eastern  European  exports  of 
footwear  to  the  Soviet  Union  have  been  increasing.   Eastern  Europe's  footwear 
exports  to  the  United  States  have  increased  dramatically  from  3.0  million 
pairs  in  1970  to  12.6  million  in  1976. 

The  rapid  development  of  the  Eastern  Europe  leather  and  footwear  indus- 
tries has,  in  turn,  generated  increased  demand  for  raw  hides  and  skins.   How- 
ever, Eastern  European  production  of  bovine  hides  and  skins  has  not 
responded.   In  fact,  production  has  declined  from  an  average  of  10.6  million 
pieces  annually  in  the  1966-70  period  to  10.2  million  pieces  annually  in  the 
1971-75  period.   Imports,  on  the  other  hand,  have  increased  from  an  annual 
average  of  7.1  million  pieces  in  the  1967-71  period  to  8.6  million  pieces  in 
the  1972-75  period.  2/   U.S.  exports  of  hides  and  skins  to  NME's  are  prin- 
cipally whole  cattle~hides  (table  12).   Exports  to  the  four  principal  NME 
markets,  Romania,  Czechoslovakia,  Poland,  and  Yugoslavia,  have  decreased 
steadily  on  a  quantity  basis  over  the  1974-76  period,  but  are  up  almost  10 
percent  in  the  January-September  1977  period.   Total  U.S.  exports  of  whole 
cattle  hides  were  up  only  1  percent  in  this  period.   It  is  too  early  to  say  if 
the  downward  trend  has  been  reversed.   U.S.  exports  to  Romania,  by  far  the 
largest  market,  were  down,  while  the  other  three  principal  markets  were  up. 
Much  will  depend  on  increasing  NME  demand  for  hides  and  skins  versus  the 
development  of  alternative  resources. 

The  potential  for  increased  U.S.  exports  of  hides  and  skins  to  the  Soviet 
Union,  a  large  importer  in  the  past,  depends  on  several  factors.   Soviet  pro- 
duction of  hides  and  skins  remained  relatively  constant  during  the  period 
1966-75  (the  latest  year  for  which  data  are  available),  although  production  in 
the  1971-75  period  averaged  5.5  percent  less  than  was  achieved  during 
1966-70.   In  early  1976,  the  U.S.S.R.  and  Italy  reached  an  agreement  which 
would  significantly  increase  Soviet  capacity  to  tan  raw  hides  and  skins  as 

1/  The  production  of  leather  footwear  has  not  increased  as  much  as  total 
footwear  production  because  of  the  large  percentage  of  footwear  with  synthetic 
soles . 

2/  Production  and  import  data  from  the  Foreign  Agricultural  Service,  U.S. 
Department  of  Agriculture. 
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increasing  prices  of  petrochemicals  make  leather  substitutes  less  attrac- 
tive. 1/   The  agreement  provides  that  Italy's  largest  tanning  enterprise  will 
supply"~the  U.S.S.R.  with  two  complete  cattle  hide  tanneries.   Each  of  these 
are  expected  to  produce  100  million  square  feet  of  tanned  leather  per  year 
when  they  reach  full  production.   This  Soviet  decision  to  increase  tanning 
capacity  by  such  a  large  amount  will  greatly  increase  Soviet  demand  for  hides 
and  skins.   If  domestic  production  of  hides  is  not  sufficient,  as  will  prob- 
ably be  the  case  in  the  short  run,  then  significant  quantities  of  imports  will 
be  required.   This  may  result  in  increased  U.S.  exports  of  hides  and  skins  as 
all  traditional  suppliers  of  these  articles  have  imposed  restrictions  on 
exports . 

Increased  production  of  footwear  and  other  leather  consumer  goods  in  the 
NME's  reflects  the  high  priority  given  to  consumer  goods  and  preferences  in 
their  national  economic  plans.   This  should  continue  to  have  a  significant 
impact  on  international  trade  in  hides  and  skins  during  the  remainder  of  the 
current  5-year  plan.   In  order  to  assure  themselves  adequate  supplies  of  raw 
hides,  leather,  and  semiprocessed  leathers,  a  number  of  Eastern  European  coun- 
tries have  begun  participating  in  cooperative  arrangements  or  giving  aid  to 
developing  nations  to  help  them  establish  a  leather  industry.   The  main  bene- 
ficiaries have  been  India  and  Mongolia. 

India  has  the  largest  national  cattle  herd  in  the  world  and  is  extremely 
interested  in  developing  its  leather  industry.   To  further  this  aim  it  has 
sought  help  from  the  World  Bank  and  the  European  Community  as  well  as  Eastern 
Europe.   Western  European  tanners  have  been  unwilling  to  provide  technical  and 
marketing  expertise  to  India  because  they  feel  that  India's  25-percent  duty  on 
exports  of  partly  finished  materials  and  10-percent  subsidy  on  finished 
leather  goods  will  distort  trade  and  give  unfair  advantage  to  the  Indian  prod- 
uct.  Assistance,  however,  has  been  forthcoming  from  Eastern  Europe. 

Romania,  the  largest  NME  market  for  U.S.  exports  of  hides,  is  involved  in 
a  joint  venture  in  India  for  the  production  of  gloving  leather,  garment 
leathers,  and  upper  and  lining  leathers.   Romania  provides  12.5  percent  of  the 
equity  and  will  receive  50  percent  of  the  output.   In  addition,  a  current 
5-year  trading  agreement  between  the  two  countries  provides  that  India  will 
send  raw  hides,  semifinished  goods,  and  finished  leather  to  Romania.   Yugo- 
slavia is  also  involved  in  several  equity-participation  ventures  in  India  for 
the  processing  of  leather  and  goatskins  and  will  provide  technical  assistance 
and  licenses.   One  company  has  been  set  up  entirely  as  an  export  unit.   It 
hopes  to  export  finished  leather  to  Western  Europe  and  the  United  States,  but 
Yugoslavia  has  agreed  to  absorb  any  residual  production.   Hungary  is  providing 
India  with  sophisticated  machinery  and  technical  assistance  for  the  production 
of  leather  shoe  uppers.   In  return,  Hungary  will  receive  two  million  pairs  of 
shoe  uppers  over  the  4-year  period  1977-80.   Czechoslovakia  is  providing  tech- 
nical assistance  to  an  Indian  plant  processing  cattle  hides  and  goat-and 
sheepskins . 


1/  Leather,  February  1976. 
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Mongolia  also  has  a  large  volume  of  livestock,  and  the  development  of  its 
shoe  and  leather  industry  is  of  great  importance  to  the  economy.   Bulgaria  and 
Czechoslovakia  have  been  helping  Mongolia  develop  its  shoe  and  leather  indus- 
try since  1972.   Bulgarian  specialists  planned  and  installed  a  factory  in 
Mongolia  for  the  export  of  high-value  leather.   Czechoslovakia  has  provided 
technical  assistance,  machinery,  and  equipment,  and  recently  a  Czechoslovak 
company  sold  Mongolia  a  shoe  factory.   As  part  of  the  technical-assistance 
program,  a  Czechoslovak-Mongolian  group  of  specialists  in  shoe  and  leather 
production  made  a  study  of  the  development  of  the  industry  up  to  1990  which 
will  provide  a  basis  for  planning  and  preparing  future  plants.   The  gross 
volume  of  production  of  the  leather,  sheepskin,  fur,  and  footwear  industries 
of  Mongolia  is  expected  to  increase  by  23  to  26  percent  during  the  current 
5-year  plan.  1/ 


Wood pulp 

The  United  States  exports  woodpulp  to  all  of  the  nonmarket  economy  coun- 
tries except  Cuba.   The  quantity  of  woodpulp  shipped  to  these  countries  has 
been  increasing  during  the  first  9  months  of  1977,  and  if  this  trend  continues 
U.S.  woodpulp  exports  to  the  NME's  will  achieve  record  levels  in  1977.   The 
current  5-year  plans  of  all  NME's  call  for  expansion  of  the  paper  and  paper- 
board  industries,  and,  even  though  large  forest  resources  are  available, 
increased  imports  of  woodpulp  are  required.   Demand  for  the  U.S.  product  has 
increased  because  U.S.  woodpulp  is  of  a  high  quality  which  cannot  easily  be 
supplied  either  by  production  in  the  nonmarket  economy  countries  or  from 
imports  from  other  market  suppliers.   The  principal  U.S.  exports  of  woodpulp 
to  the  nonmarket  economy  countries  are  chemical  dissolving  woodpulp  and 
bleached  softwood  woodpulp,  sulphate,  other  than  dissolving  (table  14).  2/ 


Description  and  uses 

Woodpulp  is  pulp  manufactured  either  by  mechanical  or  chemical  means  from 
either  softwood  or  hardwood  trees.   It  is  used  as  part  or  all  of  the  fiber 
composition  of  almost  every  type  of  paper.   Bleached  and  purified  chemical 
woodpulp  is  also  used  in  the  production  of  rayon  and  other  products  involving 
a  chemical  conversion  of  the  cellulose  fiber. 

Softwood  pulp,  which  has  long  fibers,  is  more  desirable  for  papermaking 
since  it  is  easier  to  break  down  and  produces  a  higher  quality,  more  durable 

1/  Leather,  January  19// 

7/  The  United  States  exports  woodpulp  under  9  Schedule  B  numbers — 251.3000, 
251.6000  (woodpulp,  chemical  dissolving),  251.7100,  251.7210,  251.7220  (wood- 
pulp,  sulphate,  bleached  softwood,  other  than  dissolving),  251.7230,  251.8100, 
251.8210,  and  251.8220.  As  of  Jan.  1,  1978,  woodpulp  exports  will  be  classi- 
fied under  10  Schedule  B  numbers  from  250.0206  to  250.0287,  inclusive. 
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product.   Softwood  comes  from  coniferous  trees  such  as  pines,  spruces,  and 
hemlocks.   Hardwood,  which  has  shorter  fibers,  is  not  often  used  for  paper- 
making.   It  is  less  abundant  than  softwood  and  consequently  more  expensive. 
Hardwoods  are  obtained  from  dicotyledonous  trees  such  as  birch,  gum,  maple, 
oak,  and  poplar. 

Chemical  dissolving  pulps  are  used  in  products  which  involve  a  chemical 
conversion  of  the  cellulose  -fiber  into  a  different  physical  form  or  to  some 
cellulose  derivative.   These  pulps  can  be  either  sulphite  or  sulphate  and  are 
generally  made  of  softwood,  although  hardwood  is  also  used  for  some  grades .  1/ 
The  use  of  chemical  dissolving  woodpulp  gives  the  finished  product 
increased  absorbency,  greater  bulk  and  porosity  (required  for  adequate  resin 
saturation),  a  high  tearing  resistance,  high  brightness,  cleanliness,  and 
freedom  from  metallic  compounds.   It  is  used  in  such  specialty  products  as 
blotting  paper,  decorative  laminate   (printed)  design  paper,  shoe-insole  base 
stock,  automotive  oil-filter  paper,  air-filter  paper,  blueprint,  heliographic 
or  diazo  paper,  art  paper,  electrical  papers,  photographic  base  paper,  repro- 
duction paper,  sandpaper  backing  paper,  and  vegetable  parchment.   Chemical 
dissolving  woodpulp  is  also  used  in  the  production  of  textile  rayon,  staple 
fiber  rayon,  tire  cord  rayon,  cellulose  acetate,  and  cellulose  nitrate. 

Bleached  sulphate  woodpulp,  or  bleached  kraft,  is  used  principally  in 
grades  of  white  paper  and  boards  requiring  strength.   The  pulp  is  bleached  to 
a  high  brightness  with  strength  characteristics  approaching  or  equal  to  those 
of  unbleached  pulp.   Because  of  its  longer  fiber  length,  softwood  bleached 
sulphate  is  normally  of  much  higher  strength  than  that  made  from  hardwood. 
Softwood  bleached  sulphate  is  used  in  such  types  of  paper  as  bag  paper,  bond 
paper,  chart  paper,  envelope  paper,  ledger  paper,  milk  carton  paper,  onionskin 
paper,  sanitary  papers,  special  f oodboards ,  and  waxing  paper. 


Production  and  consumption 

U.S.  production  of  woodpulp  recovered  from  a  setback  in  1975  to  exceed 
slightly  the  previous  production  record  of  48.2  million  short  tons  in  1974. 
In  1976,  the  United  States  was  the  world's  largest  pulp  producer  with 
48,422,300  short  tons,  followed  by  Canada  with  19,894,000  short  tons  (table 
15).   Five  nonmarket  economy  countries  produce  sufficient  quantities  of  pulp 
to  rank  them  among  the  top  20  world  producers  in  1976.   The  U.S.S.R.  ranked 
fourth,  producing  10,007,900  short  tons  of  pulp,  and  the  People's  Republic  of 
China  was  seventh  with  5,291,100  short  tons.   Poland,  Czechoslovakia,  and 
Romania  ranked  16th,  17th,  and  20th,  respectively.  2/  Data  on  production  of 
woodpulp  by  nonmarket  economy  countries  for  the  years  1974-76  are  presented  in 
table  16. 

1/  The  terms  "sulphite"  and  "sulphate"  refer  to  cooking  processes  in  which 
the"  wood  chips  are  subjected  to  different  chemical  treatments  which  dissolve 
most  of  the  ligneous  binding  material,  leaving  the  fiber. 

2/  Pulp  and  Paper,  June  30,  1977. 
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Table  15  . — Woodpulp:  1/  U.S.  production  and  exports,  total  and  by  selected 
markets,  1974-1976,  January-September  1976,  and  January- Sept ember  1977 


(Quantity  in  thousands  of  short  tons) 


Item 


1974 


1975 


1976 


January-September 


1976 


1977 


U.S.  production 

U.S.  exports: 

Nonmarket  economy 
countries : 

U.S.S.R 

Romania 

Yugoslavia 

Poland 

Czechoslovakia 

East  Germany 

Hungary 

Bulgaria 

China 

Total,  NME's 

Total  exports  to 
the  world 


NME's  share  of 
total  exports 
percent 


48,218.3 


15.7 

10.3 

20.3 

.3 

.3 

.1 

1.9 

0 

2.3 
51.2 


2,802.4 


1.8 


43,297.6 


30.3 

14.2 

13.8 

3.4 

1.5 

3.4 

0 

0 

23.2 

89.8 


2,564.5 


3.5 


48,422.3 


21  a 
23.2 
12.9 
13.2 

1.9 
.8 

1.4 
.3 

5.7 
80.5 


2,517.6 


3.2 


17.8 
17.7 
10.8 
11.5 

1.9 
.8 

1.4 
0 

5.7 
67.6 


1,914.9 


3.5 


15.9 

28.2 

12.1 

11.6 

1.5 

0 

2.1 

1.1 

6.4 

78.9 


2,069.4 


3.8 


1/  Schedule  B  numbers  251.3000,  251,7100,  251.7210,  251.7220,  251.7230, 
251.8100,  251.8210,  and  251.8220. 


Source:  Compiled  from  official  statistics  of  the  U.S.  Department  of  Commerce 
and  Pulp  and  Paper,  June  30,  1975  and  June  30,  1977. 
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Consumption  data  was  obtained  only  for  paper  and  paperboard.   These  are 
the  end  products  of  a  substantial  portion  of  woodpulp  and  provide  a  reasonable 
estimate  of  total  pulp  consumption.   On  a  per  capita  basis,  only  one  nonmarket 
economy  country,  East  Germany,  ranked  as  one  of  the  top  20  paper  and  paper- 
board  consumers  in  1976.   East  Germany's  ranking  of  17th  with  177.5  pounds  per 
capita  per  year  in  1976  fell  far  below  the  589  pounds  per  capita  consumed  in 
the  United  States,  the  world's  number-one  consumer.   Other  representative  per 
capita  consumption  figures  for  1976  are  Czechoslovakia,  161.0  pounds  per  year; 
Bulgaria,  123.3  pounds  per  year;  Hungary,  119.4  pounds  per  year;  Poland,  97.0 
pounds  per  year;  Yugoslavia,  80.7  pounds  per  year;  U.S.S.R.,  75.0  pounds  per 
year;  Romania,  70.6  pounds  per  year;  China,  21.8  pounds  per  year;  and  Albania, 
11.9  pounds  per  year. 


United  States  and  NME  trade 

U.S.  exports  of  woodpulp  to  the  world  fell  from  a  high  of  2.8  million 
short  tons  in  1974  to  2.6  million  short  tons  in  1975  or  by  about  8  percent, 
while  U.S.  production  decreased  by  approximately  10  percent,  U.S.  production 
recovered  in  1976,  but  U.S.  exports  to  the  world  actually  slipped  somewhat 
below  the  low  levels  of  1975.   Exports  in  January-September  1977  exceeded 
their  level  for  the  corresponding  period  of  1976,  but  indications  are  that 
total  1977  exports  will  not  reach  the  1974  level  (table  15). 

U.S.  exports  to  the  nonmarket  economy  countries  were  almost  the  reverse 
of  the  pattern  of  exports  to  the  world.   Exports  to  NME's  rose  from  1.8  per- 
cent of  total  woodpulp  exports  in  1974  to  3.2  percent  in  1976  and  3.8  percent 
in  the  first  9  months  of  1977.   The  U.S.S.R.  and  Romania  have  been  the  largest 
NME  customers  overall,  although  Yugoslavia  and  China  have  also  made  relatively 
1  ar  ge  pur  cha .«  e  s  . 

Nearly  all  of  the  woodpulp  that  the  U.S.S.R.  buys  from  the  United  States 
is  chemical  dissolving.   An  industry  representative  indicated  that  the 
U.S.S.R.  hap  traditionally  bought  cellulose  acetate  pulp  and  rayon  tire  cord 
pulp  from  the  United  States.   He  reported  that,  the  U.S.S.R.'s  hard  currency 
problems  have  recently  forced  it  to  reduce  purchases  of  rayon  tire  cord  pulp, 
which  it  can  produce  itself,  and  concentrate  its  currency  resources  on  import- 
ing acetate-quality  pulp  which  it  does  not  have  the  production  capability  to 
manufacture.   The  U.S.S.R.  has  imported  very  little  pulp  for  papermaking  from 
the  United  States.   It  has  satisfied  most  of  its  requirements  for  this  com- 
modity through  imports  from  Finland,  with  which  it  has  a  bilateral  agreement. 

In  1976,  Romania  imported  approximately  one-third  of  its  total  woodpulp 
purchases  from  the  United  States.   Romania  imports  pulp  from  the  United  States 
because  it  is  of  a  higher  quality  than  Romania  can  either  produce  itself  or 
import  from  other  sources.   The  woodpulp  Romania  imports  from  the  United 
States  is  used  for  printing  purposes. 
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Import  and  export  data  for  the  nonmarket  economy  countries  indicate  that 
only  two  of  the  countries,  the  Soviet  Union  and  Romania,  export  more  woodpulp 
than  they  import  (see  table  16).   Approximately  90  percent  of  the  U.S.S.R.'s 
woodpulp  exports  go  to  Eastern  Europe  and  Cuba.   Soviet  exports  made  up 
approximately  half  of  Eastern  Europe's  total  imports  of  woodpulp  in  1975. 


World. situation 

U.S.S.R. — The  Soviet  Union  has  22  percent  of  the  world's  forests  and  the 
world's  largest  softwood  resource.   However,  it  has  the  lowest  removal  rate  of 
any  northern-hemisphere  country — 0.5  percent  per  year  for  1970-72  and  only  0.6 
percent  per  year  projected  for  1985.   This  compares  with  removal  rates  in  the 
United  States  and  Canada  of  1.3  percent  per  year  in  1970-72  and  1.9  percent 
per  year  forecast  for  1985.  1/ 

Growth  of  Soviet  pulp  production  was  more  favorable — 26  percent  between 
1971  and  1975 — but  fell  increasingly  short  of  the  planned  target  as  the  period 
progressed.   Tn  1975,  Soviet  pulp  mills  were  producing  at  85.6  percent  of 
capacity  as  a  result  of  the  phasing-in  of  pulpmills. 

The  current  5-year  plan  for  woodpulp  stresses  economical  production, 
enlargement  of  the  range  of  products,  and  increased  quality.   Production  of 
wood  is  scheduled  to  rise  by  25  percent,  production  of  pulp  by  35  percent,  and 
production  of  paper  and  paperboard  by  15  to  25  percent.   Capital  investment  is 
scheduled  to  rise  by  25  percent,  compared  with  a  35.5-percent  increase  in  the 
1971-75  period.   The  increase  in  productivity  is  targeted  at  23  to  25  percent. 

To  meet  these  growth  objectives,  particularly  for  paper  and  paperboard, 
the  Soviet  pulp  and  paper  industry  will  be  forced  to  supplement  softwood 
inputs  with  other  raw  materials  such  as  hardwood,  fuel  wood,  waste  wood,  and 
wastepaper.   The  best  wood-growing  region  is  in  the  Soviet  Union's  south- 
eastern sector,  far  away  from  the  large  centers  of  population.  Moreover,  much 
of  the  timber  throughout  the  country  is  larch,  a  type  of  coniferous  tree  that 
is  unsuitable  for  production  of  paper  and  is  so  heavy  that  it  sinks  in  water 
and  thus  presents  additional  problems  in  logging  and  shipping.   Another  prob- 
lem of  resource  availability  is  that  a  shortage  of  chemical  bleaching  agents 
prevents  bleaching  units  from  operating  at  full  capacity.   Thus,  in  order  to 
upgrade  the  quality  of  pulp  and  paper  products,  the  Soviet  Union  will  have  to 
secure  a  continuous  supply  of  quality  chemical  agents. 

Recently,  the  Soviets  have  begun  to  encourage  foreign  investment  and 
other  involvement  on  a  selective  basis  in  order  to  expand  their  pulp  and  paper 
industry.   Usually,  these  agreements  involve  the  Western  country  supplying 
technological,  financial,  and  other  resources  in  exchange  for  long-term  wood- 
pulp  deliveries.   In  1974,  one  major  U.S.  paper  company  concluded  a  long-term 


1/  Pulp  and  Paper,  October  1976 
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Table  16  . — Woodpulp:  Production,  Imports,  and  exports  of  selected  non- 
market  economy  countries,  1974-1976 

(In  thousands  of  short  tons) 


1974 


1975 


1976 


U.S.S.R.: 

Production 

Imports 

Exports 

People's  Republic  of  China: 

Production 

Imports 

Exports ■ 

Poland: 

Production 

Imports 

Expor  t  s 

Yugoslavia: 

Production 

Imports 

Exports 

Romania : 

Production 

Imports 

Exports 

Czechoslovakia : 

Production 

Imports 

Exports 

German  Democratic  Republic: 

Production 

Imports 

Exports 

Hungary : 

Production 

Imports 

Exports 

Bulgaria: 

Production 

Imports 

Exports 

Albania : 

Production 

Imports 

Exports 


9,019. 
179, 
452, 

2,204. 

275. 

1/ 

954. 
178. 

4, 

658. 
2/  112. 
2/  67. 

870. 
18. 
66. 

804. 
93. 
22. 

848. 
198. 
1/ 

104. 

2/  117. 

2/  2, 

218. 
2/   66. 
1/ 


9.3 


9,615.5 
268.7 
567.8 

4,960.4 
220.5 
1/ 

871.9 

285.7 

.7 

627.2 
2/  92.5 
2/   31.8 

759.5 
66.1 
77.2 

823.4 
106.9 


705.5 

220.8 

20.5 


2/ 


94.8 

154.2 

1.9 

263.5 
0 


21   75 
1/ 


9.9 


10,007.9 
275.6 
578.7 

5,291.1 
220.5 
1/ 

953.5 

181.7 

1.9 

620.6 
2/   105.2 
36.3 


2/ 


771.6 
66.1 

77.2 

906.1 

110.2 

14.3 

691.1 

230.6 

21.8 

100.3 

1/ 

1/ 

266.8 
2/  97.0 


9.9 


1/  Not  available.   U   Cellulose. 

Source:   Compiled  from  foreign  official  statistics  supplied  by  the  U.S. 
Department  of  Commerce  and  Pulp  and  Paper,  June  30,  1975,  and  June  30,  1977 
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agreement  with  the  Soviet  Union  that  enables  it  to  obtain  Soviet  pulp  in 
exchange  for  machinery,  equipment,  technology,  and  licenses.   Another  contract 
provides  for  a  U.S.  company  to  supply  equipment  and  technology  to  the  Soviets 
for  the  construction  of  a  large  pulpstone  1/  plant  near  Sverdlovsk. 

Yugoslavia. — Yugoslavia's  timber  reserves  are  the  fifth  largest  in 
Europe;  however,  the  harvest  rate  of  1.3  percent  is  lower  than  that  of  most  of 
Europe.   Only  about  30  percent  of  Yugoslavia's  forest  consists  of  long-fiber 
softwood;  the  rest  is  hardwood.   Yugoslav  paper  manufacturers  have  developed  a 
method  of  producing  paper  and  board  with  a  short-fiber  pulp  content  exceeding 
50  percent,  but  there  is  still  a  growing  need  for  long-fibered  coniferous 
wood,  which  Yugoslavia  has  been  importing  from  the  U.S.S.R. 

The  Yugoslav  Government  has  assigned  high  priority  in  the  1976-80  5-year 
plan  to  the  further  development  of  the  pulp  and  paper  sector.   Investment  is 
to  increase  30  percent  annually  during  the  period.   Yugoslavia  has  expressed 
interest  in  U.S. -made  pulp  and  paper  mill  machinery  and  equipment  and  timber- 
processing  equipment  such  as  debarking  machinery  and  chainsaws. 

Czechoslovakia . — Paper  and  board  production  in  Czechoslovakia  was  23 
percent  higher  in  1975  than  it  was  in  1970.   Forest  inventories  indicate  that 
the  domestic  wood  supply  is  sufficient  to  expand  paper  and  board  production  by 
some  150  percent,  compared  with  the  1975  level.   Also,  the  Czechoslovaks  are 
placing  emphasis  on  an  increased  role  for  recycled  fiber  and  wastepaper. 

Poland. — Plans  are  to  increase  investment  in  the  Polish  paper  and  cellu- 
lose industry  to  close  the  gap  between  supply  and  the  growing  demand  for  paper 
and  paper  products.   Consumption  is  expected  to  rise  from  97.0  pounds  per 
capita  in  1976  to  220  pounds  per  capita  by  the  year  2000,  although  production 
would  have  to  increase  by  more  than  100  percent  in  order  to  reach  this  target. 

Scandanavia. — The  three  northern  Scandanavian  countries — Norway,  Sweden, 
and  Finland — have  traditionally  supplied  the  nonmarket  economy  countries  with 
woodpulp.   Their  proximity  to  the  NME's  means  that  shipping  costs,  which  are 
substantial  for  a  product  such  as  woodpulp,  are  relatively  low  compared  with 
the  United  States.   Wages  in  Norway  and  Sweden  in  this  industry  have  been 
about  equal  to  those  in  the  United  States  since  1975.   All  three  of  these 
countries  suffered  from  reduced  exports  to  Western  countries  during  the  reces- 
sion of  1975.   However,  Finnish  pulp  and  paper  exports  to  Eastern  Europe  grew 
both  absolutely  and  relatively  during  1975.   In  particular,  Soviet  demand  fnr 
Finnish  pulp  nearly  tripled  between  1973  and  1975.   The  Soviet  market  share  of 
Finnish  pulp  and  paper  exports  grew  from  12.3  percent  in  1974  to  22.0  percent 
in  1975  as  the  Soviet  Union  became  Finland's  largest  customer. 

1/  A  pulpstone  is  a  natural  or  artificial  stone  (grindstone)  which  is 
channeled  or  grooved  and  used  for  the  manufacture  of  mechanical  woodpulp. 


4^ 


One  problem  facing  these  countries  is  decreasing  timber  reserves,  espe- 
cially in  Sweden,  where  tree  removal  exceeds  annual  growth.   A  temporary 
agreement  in  that  country  between  producers  and  the  Government  dictates  that 
no  expansion  or  alteration  will  be  undertaken  by  any  company  which  will  result 
in  more  consumption  of  timber  than  1973  or  1974  levels.   It  is  generally 
believed  that  this,  or  a  similar  restriction,  will  be  in  effect  indefinitely. 


Future  prospects  -  for  U.S.  exports 

A  leveling-off  of  Scandanavian  production  could  result  in  increased 
exports  of  woodpulp  from  the  United  States.   If  increased  imports  by  NME's  are 
necessary  to  achieve  production  goals,  the  United  States  certainly  has  the 
capacity  to  supply  more  of  the  world's  wood  needs.   One  U.S.  industry  repre- 
sentative has  said  that  U.S.  timberlands  can  handle  domestic  as  well  as  for- 
eign demand  for  the  next  20  years  without  even  growing  more  trees  faster, 
which  it  can  do.   For  example,  twice  as  much  wood  fiber  could  be  grown  in  the 
South  as  is  produced  there  currently.  1/   However,  whether  these  events  por- 
tend an  increased  role  for  U.S.  woodpulp  exports  in  the  NME  import  basket 
remains  to  be  seen. 


1/  Industry  Week,  July  19,  1976. 
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